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THE COMMUNICATIONS DIVISION 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
1211 AVENUE OF THE AMERICAS, NEW YORK, NY 10036
Predicting the amount of money you'll need to send your child
TO COLLEGE IS A LOT LIKE FORTUNE-TELLING... ESPECIALLY IF YOU
ATTEMPT THIS WHEN YOUR FUTURE SCHOLAR IS STILL IN DIAPERS.
There are just too many unknown factors. For instance, what 
CAREER WILL YOUR DAUGHTER WANT TO PURSUE AND HOW MANY YEARS OF 
EDUCATION WILL IT REQUIRE? OR, WHAT COLLEGE WILL YOUR SON WANT 
TO ATTEND AND WHAT WILL TUITION EXPENSES BE AT THAT TIME?
these questions make planning for your child's education seem 
NEARLY IMPOSSIBLE. BUT DON'T BE DISCOURAGED. WITH PROPER 
PLANNING AND CAREFUL INVESTING. YOU CAN REST ASSURED THAT YOU 
WILL BE ABLE TO SAVE ENOUGH TO COVER THE COST OF YOUR CHILD'S 
COLLEGE YEARS.
During our talk today, we will attempt to discover just what 
PLANNING FOR YOUR CHILD'S EDUCATION MEANS IN DOLLARS AND 
CENTS. WE'LL talk about how to estimate the amount of money 
YOU WILL NEED BY CONSIDERING ANNUAL COLLEGE COSTS AND INFLATION 
ADJUSTMENTS. THEN, WE'LL DISCUSS FUNDING STRATEGIES AND TAX 
LAWS THAT APPLY TO THESE STRATEGIES. WE'LL ALSO EXPLORE 
DIFFERENT INVESTMENT VEHICLES FOR ACCUMULATING COLLEGE SAVINGS 
SO THAT YOU CAN DETERMINE IF THEY ARE APPROPRIATE FOR YOU.
Today, sending your child to a private college for four years
WILL COST YOU OVER $50,000. A FOUR-YEAR PUBLIC COLLEGE WILL
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COST YOU ABOUT $18,000. HOWEVER, THESE FIGURES ARE EXPECTED TO 
INCREASE DRAMATICALLY. ACCORDING TO THE DEPARTMENT OF 
Education, by the year 2007 the average total cost for 
ATTENDING A FOUR-YEAR PRIVATE COLLEGE IS PROJECTED AT AROUND 
$200,000, AND AT APPROXIMATELY $60,000 FOR A PUBLIC COLLEGE.
But as long as you start planning and saving early, you can 
AFFORD TO SEND ALL YOUR YOUNGSTERS TO COLLEGE, SPARING THEM A 
SMALL FORTUNE IN LOAN PAYMENTS— AND A FAIR AMOUNT OF GRIEF AS
WELL.
That's why there's no time like the present to begin planning 
AND SAVING FOR YOUR CHILDREN'S EDUCATION, NO MATTER HOW YOUNG 
THEY MAY BE NOW. TIME IS THE MOST ESSENTIAL FACTOR IN BUILDING 
AN EDUCATION NEST EGG. BECAUSE OF HOW INTEREST COMPOUNDS, A 
SMALL AMOUNT OF MONEY SAVED EARLY CAN FAR SURPASS A LARGE 
AMOUNT SAVED LATER. FOR EXAMPLE, SAY YOU PUT AWAY
APPROXIMATELY $200 A MONTH (THAT'S ABOUT $2,400 A YEAR) AT AN 
INTEREST RATE OF EIGHT PERCENT. IN 18 YEARS YOU'LL BE PLEASED 
TO DISCOVER THAT YOU'VE MANAGED TO SAVE APPROXIMATELY 
$100,000. Obviously, those who start planning and saving early 
INDEED HAVE A GREAT ADVANTAGE OVER THOSE WHO DON'T.
IF  YOUR CHILD WILL BE READY FOR COLLEGE IN A FEW YEARS, THE 
FIRST THING YOU NEED TO DO IS ESTIMATE TOTAL COLLEGE COSTS.
This means taking into account both direct educational expenses
AND LIVING EXPENSES. DIRECT EDUCATIONAL EXPENSES WOULD INCLUDE
TUITION AND FEES, AND BOOKS AND SUPPLIES. LIVING EXPENSES 
ENCOMPASS JUST ABOUT EVERYTHING ELSE, INCLUDING:
• ROOM AND BOARD
• PERSONAL EXPENSES SUCH AS CLOTHING, LAUNDRY, RECREATION, 
AND MEDICAL EXPENSES, AND
• TRANSPORTATION.
AFTER ESTIMATING THE TOTAL ANNUAL COST. MULTIPLY THIS FIGURE BY 
THE NUMBER OF YEARS YOU IMAGINE YOUR CHILD WILL WANT TO ATTEND 
college. Remember to include an annual inflation rate factor 
BETWEEN NOW AND THE END OF COLLEGE IN YOUR ESTIMATE. MOST 
FINANCIAL EXPERTS RECOMMEND ASSUMING A FIVE TO EIGHT PERCENT
ANNUAL INFLATION RATE FACTOR TO BE SAFE.
NOW THAT YOU HAVE A ROUGH IDEA OF WHAT HIGHER EDUCATION WILL 
COST. CALCULATE THE FUTURE VALUE OF YOUR INVESTMENTS. FOR 
THOSE OF YOU WHO HAVEN'T STARTED INVESTING YET, ESTIMATE THE 
FUTURE VALUE OF THE INVESTMENTS YOU PLAN TO MAKE. DON'T FORGET 
TO FIGURE IN AN AFTER-TAX RATE OF RETURN ON YOUR INVESTMENT. 
When doing this, you may want to use the rule of 72, or 
doubling. Simply divide the rate of return into 72. For 
INSTANCE, AT A SIX PERCENT ANNUAL INTEREST RATE, AN INVESTMENT 
WILL DOUBLE IN 12 YEARS (72 DIVIDED BY 6 = 12).
Of COURSE, MUCH OF YOUR PLANNING WILL DEPEND ON YOUR CHILD'S 
AGE. HOW OLD YOUR CHILD IS WHEN YOU BEGIN SAVING DETERMINES
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THE LENGTH OF YOUR INVESTMENT PLAN AND THE TYPES OF INVESTMENTS 
TO CONSIDER. BASICALLY, IF YOUR CHILDREN ARE UNDER AGE 14, 
YOU'LL USE A DIFFERENT SET OF STRATEGIES THAN IF THEY ARE 14 OR 
older. Here are some general guidelines:
• With children up to six years old, you may want to invest 
SMALL AMOUNTS OF MONEY ON A REGULAR BASIS OVER A LONG 
PERIOD OF TIME, CHOOSING GROWTH-ORIENTED INVESTMENTS, SUCH 
AS INDIVIDUAL STOCKS, GROWTH FUNDS OR BONDS.
• With children ages seven to 13, you may want to consider a 
MODERATE INVESTMENT STRATEGY, CHOOSING ONE THAT COMBINES A 
GROWTH OBJECTIVE WITH AN INCOME-ORIENTED INVESTMENT, SUCH 
AS GROWTH AND INCOME FUNDS OR BONDS.
. IF your CHILDREN ARE 14 OR older, investment stability is 
crucial. In their case, CDs, Treasury bills and money 
MARKET FUNDS WOULD BE THE MOST APPROPRIATE. THESE ALL 
ENSURE STABILITY AND CAN CONTINUE TO EARN INCOME DURING 
YOUR CHILD'S COLLEGE YEARS.
At this point, you should be ready to think about how to invest 
YOUR MONEY. THIS IS ONE OF THE MOST CRITICAL DECISIONS YOU 
will make. Investing is not just a matter of following a 
STRATEGY THAT WORKED FOR YOUR SISTER OR YOUR NEIGHBOR. NO TWO 
SITUATIONS ARE ALIKE. YOU MUST RESEARCH ALL OPTIONS AND GET 
EXPERT ADVICE. ALSO, YOU SHOULD RELY ON A COMBINATION OF 
INVESTMENT SOURCES AND METHODS, RATHER THAN JUST ONE.
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Before we get into different investment vehicles, I'd like to 
MAKE A FEW POINTS ABOUT INCOME SHIFTING. YOUNG PARENTS ARE 
OFTEN ADVISED TO BUILD FUNDS AND SHIFT TAX LIABILITY TO THEIR 
CHILDREN BY MOVING INCOME AND ASSETS INTO A CUSTODIAL ACCOUNT 
for Minors. You should be aware that tax reform has greatly 
REDUCED THE BENEFITS OF INCOME SHIFTING.
ONE MAJOR CHANGE OF TAX REFORM IS WHAT'S KNOWN AS THE "KIDDIE 
tax." Under this provision, a child under 14 is allowed to 
ACCUMULATE $1,000 OF UNEARNED INCOME ANNUALLY AT A TAX 
ADVANTAGE. (EXAMPLES OF UNEARNED INCOME ARE INTEREST AND 
DIVIDENDS.) THE FIRST $500 OF UNEARNED INCOME IS TAX-FREE, THE 
SECOND $500 IS TAXED AT THE CHILD'S GENERALLY LOWER RATE. 
However, any unearned income over $1,000 will be taxed at the 
PARENT'S TOP MARGINAL RATE. WHEN THE CHILD TURNS 14 YEARS OLD, 
THE FIRST $500 OF HIS OR HER UNEARNED INCOME IS TAX-FREE, AND 
THE REMAINDER IS TAXED AT THE CHILD'S LOWER RATE, USUALLY 15 
PERCENT.
There are some noteworthy disadvantages to shifting income into 
A CUSTODIAL ACCOUNT. SHIFTING INCOME MEANS HANDING OVER FULL 
CONTROL OF THE ASSETS TO YOUR CHILD. YOU MAY NOT USE THE FUNDS 
FOR ANY REASON BUT YOUR CHILD'S EDUCATION, EVEN IN AN 
EMERGENCY. FURTHERMORE, IN MOST STATES YOUR CHILD WILL GAIN 
FULL ACCESS TO THE MONEY AT AGE 18, AND TO YOUR DISAPPOINTMENT, 
MAY DECIDE TO USE IT FOR SOME OTHER REASON BESIDES EDUCATION.
Also, by shifting income to your child, you may unwittingly 
AFFECT THE AMOUNT OF FEDERAL FINANCIAL AID HE OR SHE MAY ONE 
DAY RECEIVE. THE EXPECTED FAMILY CONTRIBUTION TO THE COST OF A 
COLLEGE EDUCATION IS CALCULATED AT A SUBSTANTIALLY LOWER 
PERCENTAGE OF THE PARENTS' ASSETS AS OPPOSED TO THE STUDENT'S. 
FOR EXAMPLE, A SAVINGS ACCOUNT OF $10,000 HELD IN YOUR NAME 
WOULD ONLY ADD $500 TO THE FAMILY CONTRIBUTION. THE SAME 
ACCOUNT IN YOUR CHILD'S NAME WOULD INCREASE THE FAMILY 
CONTRIBUTION TO $3,500.
Setting up a trust fund for minors will enable you to avoid 
SOME OF THE DRAWBACKS OF SHIFTING INCOME. FOR INSTANCE, MANY 
STATES WILL NOT RELINQUISH TRUST FUNDS TO THE CHILD UNTIL HE OR 
SHE TURNS 21. SOME STATES EVEN ALLOW YOU TO IMPOSE CONDITIONS 
AS TO HOW THE MONEY IS TO BE USED AND DISPERSED.
However, there are some expenses involved to setting up a 
TRUST. YOU WILL MOST LIKELY HAVE TO PAY A LAWYER, AS WELL AS 
AN ANNUAL FEE FOR THE BANK OR TRUST COMPANY ACTING AS TRUSTEE. 
IN ADDITION, YOU WILL HAVE TO PAY TAXES DUE ON THE ACCUMULATED 
INTEREST AT THE TRUST'S TAX RATE, WHICH TENDS TO BE HIGHER THAN 
THE CHILD'S RATE. NEVERTHELESS, ESTABLISHING A TRUST IS A 
GREAT WAY TO BUILD A COLLEGE NEST EGG FOR BOTH CHILDREN UNDER 
AND OVER AGE 14.
Whether you decide to shift income or open a trust, you should
SERIOUSLY CONSIDER MAKING SOME INVESTMENTS IF YOU WANT YOUR
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MONEY TO GROW. FIRST, LET'S CONSIDER SPECIFIC INVESTMENT 
STRATEGIES FOR CHILDREN UNDER AGE 14. GENERALLY, YOU CAN 
INVEST MONEY FOR THESE CHILDREN JUST AS YOU WOULD YOUR OWN 
FUNDS BECAUSE THEIR UNEARNED INCOME OF MORE THAN $1,000 IS 
TAXED AT YOUR OWN RATE. SOME GOOD INVESTMENT CHOICES WHEN YOU 
ARE SAVING FOR CHILDREN UNDER 14 ARE:
• Series EE United States Savings Bonds
• Tax Exempt Bonds
. Zero-Coupon Bonds
• Nondividend-Paying Growth Stocks
Let's talk briefly about each of these, buying Series EE bonds 
IN YOUR CHILD'S NAME IS A GOOD WAY TO ACCUMULATE SAVINGS 
BECAUSE YOU DON'T HAVE TO PAY TAXES ON THE INTEREST THESE BONDS 
EARN UNTIL THEY MATURE. SO IF YOU BUY BONDS THAT DON'T MATURE 
UNTIL AFTER YOUR CHILD'S 14TH BIRTHDAY, INCOME FROM EE BONDS IS 
DEFERRED AND TAXED AT THE CHILD'S LOWER RATE.
SERIES EE BONDS MAY BE PURCHASED FOR AS LITTLE AS $25 OR AS 
MUCH AS $10,000. WHAT'S GREAT ABOUT THEM IS THAT THEIR FACE 
VALUE WILL EVENTUALLY EQUAL TWICE THE AMOUNT OF THE PURCHASE 
price. However, the government limits the amount of EE bonds 
THAT CAN BE PURCHASED ANNUALLY IN THE NAME OF ONE PERSON TO 
$15,000— THAT'S A $30,000 FACE AMOUNT. SERIES EE BONDS MUST BE 
HELD FOR FIVE YEARS BEFORE THEY REACH THE GUARANTEED MINIMUM 
RETURN RATE OF SIX PERCENT.
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Here's some good news! Beginning in 1990, the accumulated 
INTEREST ON SERIES EE BONDS WILL BE TOTALLY TAX-FREE WITHIN 
CERTAIN INCOME LIMITS. THE TAX BREAK WILL BE PHASED OUT FOR 
TAXPAYERS FILING JOINT RETURNS WITH AN ADJUSTED GROSS INCOME 
BETWEEN $60,000 AND $90,000. IN ORDER TO QUALIFY FOR THE 
INTEREST EXCLUSION, THE BONDS MUST BE ISSUED AFTER DECEMBER 31 
1989, AND THE PURCHASER MUST BE AT LEAST 24 YEARS OLD. BONDS 
PURCHASED BY A PARENT IN THE CHILD'S NAME WON'T QUALIFY. 
Furthermore, the bonds must be redeemed to pay for your 
DEPENDENTS', OR FOR YOUR OWN, QUALIFIED HIGHER EDUCATION 
EXPENSES THE SAME YEAR THAT THEY ARE REDEEMED. IN ADDITION, 
THE AMOUNT OF THE BONDS REDEEMED MUST BE EQUAL TO OR LESS THAN 
THE EDUCATION EXPENSES.
Tax-exempt bonds are also good investments when saving for 
CHILDREN UNDER 14. JUST AS THE NAME IMPLIES, IF YOU OPT FOR 
TAX-EXEMPT BONDS YOU WILL NOT HAVE TO PAY ANY FEDERAL TAXES. 
YOU MAY ALSO AVOID PAYING STATE AND LOCAL TAXES AS WELL IF THE 
BONDS ARE ISSUED FROM YOUR STATE. BEWARE THAT INCOME FROM 
BONDS ISSUED FROM A STATE OTHER THAN WHERE YOU LIVE MAY INDEED
BY SUBJECT TO STATE AND LOCAL INCOME TAX.
YOU CAN PURCHASE TAX-EXEMPT BONDS THAT MATURE WHEN YOUR CHILD 
IS READY FOR THAT MUCH-ANTICIPATED FIRST YEAR OF COLLEGE. 
Whether you keep the bonds in your name, or in your child's 
NAME MAKES NO DIFFERENCE BECAUSE THEY ARE TAX-EXEMPT. OR, YOU 
MAY WANT TO PURCHASE TAX-EXEMPT BONDS THAT MATURE WHEN YOUR
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CHILD TURNS 14, AND THEN SWITCH TO TAXABLE BONDS WITH A HIGHER 
yield. Another alternative is buying shares in a municipal 
BOND MUTUAL FUND RATHER THAN BUYING INDIVIDUAL BONDS. THE BOND 
FUND PROVIDES FOR DIVERSIFICATION BECAUSE THE INTEREST AND
TAXABLE GAIN IS REINVESTED, AND THE INVESTOR CAN TAKE ADVANTAGE
OF INTEREST RATE TRENDS.
Zero-coupon bonds are an enticing way of saving for a child's 
EDUCATION. THESE TYPES OF BONDS ARE PURCHASED FOR MUCH LESS 
THAN THEIR FACE VALUE— EITHER AT ONE-HALF OR ONE-QUARTER OF 
IT— DEPENDING ON THEIR MATURITY. BY THE TIME THE BONDS MATURE, 
THEY WILL BE WORTH SEVERAL TIMES WHAT YOU PAID FOR THEM. FOR 
INSTANCE, YOU CAN PURCHASE A ZERO-COUPON BOND TODAY FOR YOUR 
NEWBORN AT $200. BY THE TIME HE OR SHE IS READY TO GO TO 
COLLEGE, THAT SAME BOND MAY BE WORTH $1,000. THAT ADDS UP TO 
AN ANNUAL INTEREST RATE OF APPROXIMATELY NINE PERCENT. THE 
BEAUTY OF ZERO-COUPONS IS THAT YOU KNOW JUST WHAT THE BOND WILL
BE WORTH IF YOU HOLD ON TO IT UNTIL MATURITY.
One drawback to zero-coupon bonds is that while they pay no 
INTEREST UNTIL THEY MATURE, YOU WILL STILL BE TAXED AS IF 
INTEREST WERE PAID ANNUALLY. THEREFORE, YOU MAY WANT TO OPT 
FOR TAX-EXEMPT MUNICIPAL ZERO-COUPON BONDS INSTEAD. INTEREST 
IS EXEMPT FROM FEDERAL TAXES. AND ALSO FROM STATE AND LOCAL 
TAXES, IF YOU BUY MUNICIPAL BONDS ISSUED FROM THE STATE WHERE 
you live. Certain municipal bond funds also offer triple 
TAX-FREE RETURNS.
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YOU MIGHT WANT TO CHECK ON WHAT IS KNOWN AS "BACCALAUREATE 
BONDS," WHICH ARE NOW BEING OFFERED BY SIX STATES AND ARE IN 
THE WORKS FOR NINE OTHERS. A BACCALAUREATE BOND IS A UNIQUE 
TYPE OF ZERO-COUPON MUNICIPAL BOND. THESE BONDS OFFER SOME 
ADVANTAGES OVER OTHER MUNICIPAL ZERO-COUPON BONDS. FOR THE 
MOST PART, THEY CARRY HIGHER CREDIT RATINGS BECAUSE THEY ARE 
BACKED BY THE STATE'S PROMISE TO RAISE TAXES IF NECESSARY TO 
PAY INVESTORS. ALSO, THE EARLY-REDEMPTION RISK IS MINIMAL 
COMPARED TO COMMON ZERO-COUPON MUNICIPAL BONDS. AND SOME 
STATES WILL PAY THE HOLDER OF BACCALAUREATE BONDS A CASH BONUS
AT MATURITY IF THE CHILD ATTENDS A STATE COLLEGE.
Adventuresome investors with a child under 14 might consider 
PURCHASING NONDIVIDEND-PAYING GROWTH STOCKS IN THEIR CHILD'S 
NAME AND HOLD THE STOCKS UNTIL THE CHILD IS OLDER THAN 14. THE 
APPRECIATION ON THESE TYPES OF STOCKS WON'T BE TAXED UNTIL THE 
SHARES ARE SOLD. AND IF THEY ARE SOLD AFTER YOUR CHILD TURNS 
14, THE GAIN WILL BE TAXED AT THE CHILD'S LOWER RATE.
Let's look at financing your child's education from a slightly 
DIFFERENT ANGLE. SOME STATES AND PRIVATE COLLEGES NOW OFFER 
TUITION PREPAYMENT PLANS. THE PLANS ARE AVAILABLE TO PARENTS 
WITH CHILDREN UP TO AGE 17. PREPAYMENT PLANS ALLOW YOU TO PAY 
FOUR YEARS' TUITION FOR YOUR CHILD AT A SUBSTANTIAL DISCOUNT 
WHEN THE CHILD IS YOUNG. THE COLLEGE WILL INVEST THE MONEY 
DURING THE YEARS THAT THE CHILD IS NOT ATTENDING. YOU WON'T 
HAVE TO DEAL WITH INFLATION OR THE INVESTMENT RISK.
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THE obvious disadvantage to prepaid tuition plans is that your 
CHILD MAY NOT WANT TO ATTEND THE COLLEGE YOU CHOOSE, OR WORSE, 
MIGHT NOT BE ADMITTED. IF  SO, IN MOST CASES YOU WILL GET YOUR 
MONEY BACK, BUT NOT THE INTEREST. SOME SCHOOLS MAY ALLOW YOU 
TO TRANSFER THE MONEY TO ANOTHER SCHOOL, AS LONG AS THE CHILD
ATTENDS THE COLLEGE YOU PICKED FOR AT LEAST HIS OR HER FRESHMAN 
year. Other colleges are joining together and allowing prepaid 
TUITION TO APPLY TO SEVERAL SCHOOLS. ANOTHER ELEMENT TO 
CONSIDER IS THE FACT THAT THE IRS HAS NOT YET RULED ON HOW IT 
WILL TREAT THE DIFFERENCE BETWEEN THE AMOUNT YOU PAY AND THE 
TUITION VALUE YOU ACTUALLY RECEIVE. FURTHERMORE, PREPAYMENT 
MAY BE SUBJECT TO GIFT TAX.
NOW LET'S CONCENTRATE ON INVESTMENT STRATEGIES THAT ARE 
APPROPRIATE FOR PEOPLE WITH CHILDREN AGE 14 AND OVER. IF  YOUR 
CHILD IS NEARLY READY TO GO TO COLLEGE AND YOU HAVEN'T PUT 
SUFFICIENT FUNDS ASIDE, YOU MIGHT WANT TO CONSIDER INVESTMENTS 
SUCH AS:
• Certificate of Deposits
• Treasury Bills
• Money Market Accounts
• Mututal Funds
For the most part, these investment vehicles ensure stability 
AND CAN CONTINUE TO EARN YOU INCOME DURING YOUR CHILD'S COLLEGE 
years. We'll discuss them one at a time.
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Certificates of deposits, or CDs as they are commonly known,
ARE IDEAL FOR SMALL INVESTORS WHO ARE LOOKING FOR A
HIGH-YIELDING, YET SAFE PLACE, TO KEEP THEIR MONEY FOR A FEW 
MONTHS OR A FEW YEARS. WITH CDS, YOU ARE GIVEN A NUMBER OF 
DIFFERENT OPTIONS AS TO MATURITY, AND THE INVESTMENT IS 
PROTECTED BY FEDERAL DEPOSIT INSURANCE. FURTHERMORE, CDS CAN 
USUALLY BE PURCHASED IN SMALL DENOMINATIONS, COMPARED TO OTHER 
INVESTMENTS, AND NO FEES OR COMMISSIONS ARE CHARGED UNLESS YOU 
PREMATURELY WITHDRAW FUNDS.
Treasury bills, or T-bills, as they are often called, are 
BACKED BY THE CREDIT OF THE US GOVERNMENT AND HAVE SHORT-TERM 
INTEREST RATES. THEY ARE ISSUED IN MINIMUM DENOMINATIONS OF 
$10,000 AND UP, AND MATURE IN EITHER THREE, SIX OR 12 MONTHS. 
T-bills can be sold before they mature through a broker or a 
BANK. HOW MUCH YOU WILL GET IS DETERMINED BY PREVAILING 
INTEREST RATES. FURTHERMORE, FEDERAL TAX CAN BE DEFERRED INTO 
THE YEAR THE T-BILL MATURES OR IS SOLD.
MONEY MARKET DEPOSIT ACCOUNTS ENABLE INVESTORS TO EARN MARKET 
INTEREST RATES WITHOUT TYING UP THEIR MONEY IN A HIGH-YIELDING 
CD. Savers have ready access to money in the account and if 
INTEREST RATE LEVELS RISE, THE RATE ON THE ACCOUNT WILL ALSO GO 
UP. SO, IF YOU THINK INTEREST RATES ARE LIKELY TO SOAR, A 
MONEY MARKET DEPOSIT ACCOUNT IS A GOOD PLACE TO KEEP YOUR 
savings. Another attraction is that the accounts are risk-free 
AND EXTREMELY FLEXIBLE.
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There are, however, both advantages and disadvantages to CDs, 
treasury bills, and money market accounts. For instance, you 
WILL HAVE TO RAY A WITHDRAWAL FEE IF YOU TAKE OUT YOUR MONEY 
BEFORE THE CD TERM ENDS. WITH A TREASURY BILL, THE AMOUNT YOU 
MAY RECEIVE FOR SELLING IT BEFORE MATURITY VARIES DEPENDING 
UPON CURRENT INTEREST RATES. CDS ARE SUBJECT TO FEDERAL, STATE 
AND LOCAL TAXES, WHILE TREASURY BILLS ARE EXEMPT FROM STATE AND 
LOCAL TAXES. THEREFORE, A TREASURY BILL MAY PROVIDE A BETTER 
AFTER-TAX RETURN THAN A CD FOR SOMEONE IN A HIGH TAX BRACKET. 
However, CDs usually pay higher rates than money market 
ACCOUNTS AND SOMETIMES EVEN HIGHER THAN TREASURY BILLS.
YOU MAY WANT TO LOOK INTO MUTUAL FUNDS WHEN SAVING FOR CHILDREN 
OVER AGE 14. A MUTUAL FUND IS A POOL OF MONEY. DRAWN FROM BOTH 
SMALL AND LARGE INVESTORS, WHICH IS INVESTED IN SECURITIES. 
Since they are managed by full-time professionals, they usually 
ACHIEVE BETTER RESULTS THAN IF YOU MANAGED THEM YOURSELF. IN 
ADDITION, MUTUAL FUNDS ARE DIVERSIFIED TO REDUCE RISK, AND YOU 
CAN EASILY LIQUIDATE YOUR INVESTMENT.
Generally, to accumulate savings for children age 14 or over, 
YOU SHOULD SHIFT SOME OF YOUR INCOME FROM YOUR TAX BRACKET TO 
YOUR CHILD'S BRACKET AND INVEST IT. REMEMBER THAT ANY 
INVESTMENTS YOU MAKE IN YOUR CHILD'S NAME ARE TAXED AT THAT 
CHILD'S RATE, AS LONG AS THE CHILD IS 14 OR OLDER. AND YOU, OR
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ANYONE ELSE, MAY GIVE A GIFT OF UP TO $10,000 A YEAR TO EACH 
CHILD— $20,000 IF YOUR SPOUSE JOINS YOU IN MAKING THE 
GIFT— WITH NO ADVERSE TAX CONSEQUENCES.
Children age 14 and over may help out with future college costs 
BY GETTING A JOB, OR WORKING FOR YOU IN A FAMILY BUSINESS.
Like unearned income, earned income is also taxed at his or her 
LOWER TAX RATE. FURTHERMORE, THE CHILD WILL PAY NO TAX AT ALL 
ON EARNED INCOME UNTIL IT EXCEEDS HIS OR HER STANDARD DEDUCTION
If you don't have any savings accumulated and you own a home, 
YOU CAN PAY FOR YOUR CHILD'S EDUCATION BY TAKING OUT A HOME 
EQUITY LOAN. TAXPAYERS MAY DEDUCT THE INTEREST ON HOME EQUITY 
LOANS UP TO $100,000, OR THE EQUITY IN THEIR HOMES, WHICHEVER 
IS LESS. OTHER ADVANTAGES TO HOME EQUITY LOANS INCLUDE A LARGE 
CREDIT LINE, PAYMENT FLEXIBILITY, AND LOW INTEREST RATES. 
additionally, the borrower can usually repay as much of the 
LOAN PRINCIPAL AS DESIRED.
YOU OR YOUR CHILD CAN ALSO BORROW MONEY VIA PERSONAL, PRIVATE 
OR GOVERNMENTAL LOANS TO PAY FOR COLLEGE. IF THIS IS THE ROUTE 
YOU WANT TO TAKE, CHECK WITH THE SCHOOL YOUR CHILD WOULD LIKE 
TO ATTEND, OR YOUR STATE FINANCIAL AID OFFICE TO FIND OUT MORE
ABOUT LOAN PROGRAMS SUCH AS:
• Guaranteed Student Loans
• Parental Loans for Undergraduate Students, and
• National Direct Student Loans.
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ALTHOUGH FINANCIAL AID HAS BEEN REDUCED, IT IS STILL AVAILABLE 
AND EVERYONE SHOULD APPLY. EVEN IF YOU DON'T THINK YOUR CHILD 
WOULD QUALIFY. YOU HAVE NOTHING TO LOSE AND MUCH TO GAIN BY 
APPLYING. Some aid programs are based on merit, some on 
ATHLETIC OR OTHER SKILLS, AND SOME ON NEED. OFTEN, THE MORE 
EXPENSIVE THE COLLEGE, THE MORE AID AVAILABLE. CHECK WITH THE 
SCHOOL'S FINANCIAL AID OFFICE FOR MORE INFORMATION.
IT'S UP TO YOU WHETHER TO FUND YOUR CHILD'S EDUCATION IN 
ADVANCE, OR TO FINANCE IT WHEN HE OR SHE IS READY FOR COLLEGE. 
Either way, CPAs suggest that you estimate the costs as soon as 
POSSIBLE AND PLAN A COURSE OF ACTION. REMEMBER, IT'S NEVER TOO 
EARLY TO START PLANNING OR SAVING FOR COLLEGE.
IN CONCLUSION, INVESTIGATE DIFFERENT INVESTMENT STRATEGIES TO 
DECIDE WHICH ONES ARE BEST FOR YOUR OWN SITUATION. THEN, 
EVALUATE ALL AVAILABLE OPTIONS AND INVEST ACCORDINGLY. IF YOU 
NEED HELP DEVELOPING AN INVESTMENT STRATEGY, CONTACT A CPA OR A 
QUALIFIED FINANCIAL PLANNER.
NOW, I WOULD BE HAPPY TO TAKE ANY QUESTIONS YOU MIGHT HAVE.
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